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KEY ECONOMIC INDICATORS 
(as of March |, 1987) 


The average exchange rate for 1985 was $ | = 3.32 guilders. All of the figures below have been 
converted at that rate to facilitate comparability. The average rate was $1 = 2.46 guilders in 
1986. 


INCOME, PRODUCTION AND EMPLOYMENT 1984 1985 1986 Pct. Change* 


GNP at current prices ($ mil.) 118,750 125, 36 128,102 plus Zsa 
GNP at 1984 prices (§ mil.) 118, 750 121,719 123,544 plus ee, 
Per capita GNP,current prices ($) 8,247 8, 706 8,835 plus iS 
Per capita GNP,!984 prices (§) 8,247 8, 453 8,520 plus 0.8 
Plant & equipment investment ($ mil.) 12,455 14,307 15,798 plus 10.4 
Indexes: 
Industrial production (1980 100) 101 105 106 plus 0.9 
Avg. mfg. productivity (1980 = 100) 122 123 114(QUII) unchanged 
Avg. manufacturing wage (1980 = 100) 114. 120. 121.7 plus lo 
Retail sales (value): (1980 100) 102. 104. 106.0 plus 1.9 
Unemployment (000's) (period average) (S.A.) 822 761 7I 1 minus 6.6 
Average unemployment rate (S.A.) 14.0 12.9 tt.9 = 


MONEY AND PRICES 
Money supply (MI) ($mil., end of period) 25, 600 27, 350 29, 231 (NOV) 
Money supply (M2)($mil., end of period) 43,430 47,980 50, 886( NOV) 
Public debt domestic ($mil., end of period) 55, 728 63, 351 68, 61 5(SEP) 
Public debt external ($mil., end of period) 0 0 0 
Central Bank discount rate (end of period) 5.0 5.0 4.5 
Domestic private credit outstanding 16,649 ‘7,557 18, 237(SEP) 
($mil., end of period) 
Wholesale price index: (1980 = 100)** 120-3 122.4 104.6(OCT) 
Consumer price index: (1980 100) 120.0 (22.7 122.9 


BALANCE OF PAYMENTS AND TRADE 
Gold & foreign exch. reserves 19, 358 18, 446 17, 470 (NOV) 

($mil., end of per., incl. valuation changes) 
Balance of payments current account 

(trans., $ bil.,cum. unadjusted) 4.9 5:5 3.6 minus 
Balance of merchandise trade($ bil., cum.) ao 3.0 a9 plus 
Total exports F.0.B.($bil., cum.)Dutch stats. 63.6 67.9 59.5 minus 
Total imports C.1.F.($bil., cum.)Dutch stats. 60.1 64.9 55.6 minus 
US imports from Netherlands CIF ($bil.,cum.) a2 5.9 2.8 minus 

(USDOC stats.) 4.3 4.4 4.0(NOV) plus 

US Share of Exports 6.8 6.5 7.3(NOV) - 
US exports to Netherlands FOB ($bil., cum.) 5:5 5.4 4.4 minus 18. 
(incl. reexports) (USDOC stats.) 125 Ves 7. 1 CNOV) plus 6. 
US share of imports 2.5 Vthez 13.9(NOV) - 


Principal U.S. Exports In milllons of U.S. dollars ($ mil.) (Jan-Aug) 1986: Machinery and 
Transport Equip.(incl.aircraft) $993 mil.; Animal feed except grains 2030 TMT***/§210 mil.; 


Oilseeds 1340 TMT/$241 mil.; Chemicals $382 mil.; A.D0.P. Equipment and parts $435 mil.; Refined 
Products $65 mil.; Coal 3193 TMT/$142 mil.; Analyt. instrum. $121 mil.; Telecom. Equipm. $57 mil. 
Principal U.S. Imports in millions of U.S. dollars ($ mil.) (Jan-Aug) 1986: Petroleum Products. 
$119 mil.; alcoholic beverages (beer) $ 157 mil.; Business and Automatic Data Processing equipment 
and parts $179 mil.; Chemicals $ 298 mil.; Specialized Machinery and transport Equipm. $ 664; 
Primary Iron and Steel $ 26 mil.; Iron and Steel plates § 31 mil.; Measure and Control Equipment § 
42 mil.; Electromedical and Radiological Equipm. $ 37 mil.; Telecommunication Equipment $ 6! mil. 


Sources: Central Bureau of Statistics (CBS); Netherlands Central Bank; Central Planning 
Bureau(CPB); U.S. Department of Commerce; IMF International Financial Stats. 


NOTES: *Percentage changes compare full year results or estimates, when available; otherwise 
comparable periods. ** Excluding VAT. *** Thousand Metric Tons (TMT) 





SUMMARY 


The Dutch economic recovery which began in 1984 continues and 
is expected to last through 1987. The recovery is marked by 
moderate GDP growth (2 percent real growth in 1986), declining 
unemployment (11.6 percent), and strong domestic and export 
demand. In the earlier stages of the recovery the main source 
of stimulus was export demand. The declining U.S. dollar and 
Slower growth of world trade have accelerated a shift toward 
stronger domestic demand as the sustaining force for the 
recovery. Slower trade growth also is expected to reduce Dutch 
economic growth in 1987 and 1988. Domestic demand will remain 
buoyant, however, with a 2.5-3.0 percent rise in real private 
consumption and strong investment demand this year. 


Unemployment remains the most serious economic problem in the 
Netherlands, along with the high government budget deficit. 
Government policy initiatives are aimed at amelioration of 
these problems. On the budget front, the government is 
striving to compensate for a dramatic drop in its hatural gas 
revenues from about 22 billion guilders in 1985 (about $10.7 
billion) to around 8 billion guilders in 1986 (about $3.9 
billion), a decline equivalent to over 8 percent of total 
government revenues. The government has proposed a series of 
austerity measures which will hold the deficit to 

6.7 percent of national income in 1986 and 7.6 percent in 


1987. The budgetary stringency is likely to persist in the 
medium term because the governing coalition has agreed on a 
deficit goal of 5.25 percent of national income by 1990. 


On the employment side, the government has set a goal of 
reducing unemployment by 200,000 to about 500,000 by the end of 
its term in office in 1990. The slowing of export demand and 
poor results of government employment creation programs in 1986 
are increasing concerns, however, that the 1990 goal may not be 
met. Consequently, policy discussion is beginning to focus on 
ways to increase the effectiveness of employment programs and 
stimulate domestic economic growth. The main initiatives 
currently under discussion are tax cuts and increased 
government spending for infrastructure investments. Due to the 
tight budgetary constraints, however, tax cuts appear unlikely 
in the near term. 


The main risks to the Dutch economy emanate from international 
developments. The Netherlands is more exposed to external 
shocks than many other nations because of its high reliance on 
trade. Exchange rate shifts, a slowdown in West German 
economic growth, and energy market developments therefore can 
have a 

significant adverse impact on the Dutch economy. But most 
economists do not now expect these factors to derail the 
recovery this year. 
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The Netherlands remains an important trade and investment 
partner of the United States. The Dutch are the second largest 
source of foreign direct investment in the United States and we 
continue to enjoy our largest bilateral trade surplus in trade 
with the Netherlands--$1.6 billion in 1986. The continuing 
decline of the dollar's exchange rate with the Dutch Guilder 
has made U.S. exports even more competitive on Dutch markets. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


DOMESTIC DEMAND AND INVESTMENT BUOYANT: Strong private sector 
demand growth should increasingly supplant weakening export 
market growth in maintaining the pace of the Dutch economic 
recovery in 1987. The official Central Planning Bureau 
forecast for 1987 recently was revised downward by 0.5 percent 
to 1.5-2.0 percent real growth. The revision reflects 
expectations of slower export growth due to appreciation of the 
guilder together with higher than expected wage increases in 
1986. Despite the slowdown in export markets, Dutch domestic 
demand will remain buoyant in 1987. Personal consumption is 
expected to rise a strong 2.7 percent in volume fueled by a 3 
percent increase in real disposable incomes. Demand will be 
further boosted by 4.5 percent growth in real private 
investment. The large public sector will not contribute to 
growth in 1987 since government expenditures will decline. 


OUTPUT AND PRODUCTIVITY: Dutch industry is caught in the 
crosscurrent between stronger domestic demand and reduced 
international competitiveness. The overall volume of 
industrial production in 1987 is expected to increase by 
1.5-2.0 percent, down slightly from last year's 2.5 percent 
rate. Profitability on domestic sales is expected to remain 
good despite greater competition from low cost imports, but the 
higher guilder is squeezing exporters' margins--lowering total 
results somewhat. Investment in machinery and equipment will 
remain strong, with growing outlays for plant construction an 
encouraging confirmation of business confidence. A moderate 
one percent increase in labor productivity is forecast in 1987 
and will, if realized, hold the growth of wage costs per unit 
of output to zero. 


The volume of Dutch agricultural production rose 3.5 percent in 
1986, but fell 3 percent in total value because of an average 
per-unit decline of 6.5 percent in prices. In general, good 
weather encouraged higher crop production while the prospect of 
year-end ceilings being imposed on livestock numbers, due to 
problems with excess manure production, encouraged livestock 
producers to increase their production as well. A combination 
of factors caused prices to decline. Among them were the 
weaker dollar (which depressed prices of goods whose prices are 
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determined on world market), higher supplies of many 
commodities worldwide, and weaker demand from importers in 
countries dependent upon oil revenues for their foreign 
exchange. Average Dutch farm income rose, however, as the cost 
of inputs declined even faster than prices received. The 
outlook for Dutch farm production and income is less favorable 
for 1987. Lower prices practically across the board and a 
forced decline in dairy production due to lower EC dairy quotas 
will probably reduce the net added value of agricultural 
production by 3 to 5 percent. 


THE 1987 GOVERNMENT BUDGET: The Dutch Government's top 
economic policy priority remains the reduction of the budget 
deficit. A package comprised of 5.4 billion guilders (about 
$2.6 billion) of spending cuts and 6.9 billion guilders (about 
$3.3 billion) of tax increases is included in the 1987 budget 
for that purpose. The main changes in taxation include the 
reduction and alteration of capital deductions for both 
business and individuals, abolition of the inventory deduction 
for businesses and an increase of one percent in both the high 
and low VAT rates. Taxes on energy consumption also were 
raised. Since the deficit in 1987 will total 7.6 percent of 
national income and the government's goal is to reduce it to 
5.25 percent by 1990, budgetary stringency will remain the 
watchword for the forseeable future. 


LABOR AND EMPLOYMENT: Unemployment has fallen steadily in the 
three years Since its post-war peak of 14.5 percent of the 
labor force in May 1984. It now rests at 11.6 percent or just 
under 690,000 unemployed. In comparison to the government's 
goal of bringing unemployment under 500,000 by 1990, however, 
the present figures still fuel perceptions of unemployment as 
the most enduring economic and social problem in the 
Netherlands. Concern over unemployment is so great that a 
standoff between unions and shipping companies in Rotterdam 
harbor over the layoff of some 350 stevedores (about 3 percent 
of the port's labor force) is in its fourth month. The major 
Dutch labor federation has recently threatened to abandon its 
commitment to wage restraint unless the government and the 
employers associations quickly agree to genuine job creation 
schemes. Thus far the government's programs, involving tax 
reductions as incentives and youth training, have not resulted 
in significant new job creation. Indeed, the government's key 
youth employment scheme depends on finding municipal jobs at a 
time when the move is towards further reduction in civil 
service ranks. Slower than anticipated export growth and 
increased import penetration of the domestic markets may cut 
this year's rate of employment growth in half. If so, the 
labor market would barely be able to absorb new entrants. 


Private sector wages were up 3 percent last year, somewhat more 
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than anticipated, and are projected to grow this year by 1.5 to 
2.5 percent. Union wage demands remain modest. Dutch unions 
and the Labor Party remain formally committed to work-time 
shortening as the only way to create significant numbers of new 
jobs in the slack Dutch labor market. In recognition of a loss 
of interest by labor's rank and file, however, the unions have 
put the 36-hour workweek goal on the back burner. The average 
workweek is holding steady at just over 38 hours. 


PRICES AND INFLATION: Inflation has vanished for now in the 
Netherlands. The consumer price index was unchanged last year 
and is expected to fall one percent in 1987. This presents one 
novel dilemma for the government; whether to allow individual 
income tax rates that are indexed for inflation to rise to 
account for deflation (a tax hike is highly unlikely). The 
guilder's appreciation and the resulting improvement in Dutch 
terms of trade will powerfully counteract any latent 
inflationary tendencies this year. Import prices, which 
account for most consumer durables and capital goods, are 
expected to fall 5.5 percent in 1987 and contributed to a 13 
percent drop in wholesale prices in 1986. 


FOREIGN TRADE: Dutch foreign trade increasingly is feeling the 
effects of the guilder's substantial appreciation (the 
guilder-dollar exchange rate is currently 19 percent below its 
average 1986 level) and slower growth of world trade. The 
strong guilder coupled with forecasts of slower growth in OECD 
countries and particularly in West Germany, the Netherlands' 
most important trading partner, is expected to halve the 1986 
current account balance in 1987. The volume of imports is 
expected to grow at more than double the pace of exports this 
year squeezing profit 

margins for import-competing domestic industries and export 
industries alike. The total effect is expected to be a 

half percent decrease in GNP growth compared with earlier 
forecasts. Indeed, possible shocks to the international 
trading system and particularly oil market conditions and 
exchange rate fluctuations remain the main risks to the 
generally favorable outlook for the Dutch economy. 


B. IMPLICATIONS FOR THE UNITED STATES 


The expected growth in demand in the Netherlands along with 
exchange rate shifts offers improved opportunities for United 
States exporters. The U.S. share of Dutch imports in 1986 rose 
by over two percent, highlighting increased competitiveness on 
Dutch markets. The Netherlands is by tradition a trading 
nation with over 60 percent of its national income derived from 
trade. Its trading position stems partly from its strategic 
location as a transportation center 
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for Europe and partly from the openness of its trading 
environment. The Dutch market is relatively free of serious 
barriers, tariff or nontariff, to U.S. exports, apart from 
those imposed by the European Community. Very few specific 
complaints about trading practices are heard from American 
firms operating in the Netherlands. 


In parallel with the trading climate, the investment 
environment of the Netherlands is remarkably free of major 
impediments. The government is actively interested in 
attracting foreign investment to the Netherlands. The Dutch 
are themselves heavy investors in the United States with direct 
investment of over $36 billion as of the end of 1985. The 
United States is the Netherlands largest source of foreign 
direct investment with holdings of over $7 billion as of the 
end of 1985. There are over one thousand U.S. firms with 
offices in the Netherlands. 


The U.S. and Foreign Commercial Service (US&FCS) in the 
Netherlands, has identified Dutch industry sectors which offer 
good market prospects to U.S. exporters in the near future. 
The U.S. Foreign Agricultural Service (FAS), represented at 
the American Embassy in The Hague, has identified agricultural 
market opportunities in the Netherlands. Both US&FCS and FAS 
will assist American exporters to establish or expand their 
sales in the Dutch market through a variety of promotional 
events, business contacts, and information gathering and 
reporting. To take advantage of these programs, U.S. companies 
are encouraged to contact the nearest office of the U.S. 
Department of Commerce located in major cities of the United 
States. U.S. exporters of agricultural commodities and food 
products may contact the FAS of the U.S. Department of 


Agriculture in Washington, D.C. for further information and 
assistance. 


DUTCH MARKET SECTORS WITH BEST PROSPECTS FOR U.S. EXPORTERS 


AGRICULTURAL PRODUCTS: The guilder value of Dutch imports of 
agricultural products declined 13 percent to 31.2 billion 
guilders in 1986 on the basis of both lower volumes (3.5 
percent) and lower prices (-10.0 percent). The United States 
supplied 9.5 percent of Dutch agricultural imports last year. 
Volumewise, about 80 percent of those imports consisted of 
soybeans and soybean products, corn byproducts for livestock 
feed, corn, and wheat. Due to the lower dollar and more 
competitive U.S. prices, the U.S. share of the combined Dutch 
market for those products rose from 43 percent in 1985 to 50 
percent in 1986. However, the Dutch market for agricultural 
imports is expected to continue contracting in 1987. Demand 
for livestock feed ingredients may decline because of new, 
tighter restrictions for dairy, pork, and poultry/eggs 
production. Due to the weaker dollar, the U.S. may be able 
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to maintain its share of the bulk commodity market, but the 
volume of our exports to the Netherlands may decline. In the 
area of value-added products, some opportunities may exist to 
increase U.S. exports of high quality beef, citrus fruits and 
processed foods. 


BIOTECHNOLOGY: The Netherlands has a strong tradition in the 
biomedical sciences, waste water treatment, fermentation, and 
process engineering, as well as having a highly develcped 
agribusiness sector. As biotechnology is combined with other 
processes and used in many applications, its market size is 
difficult to determine. A recent study attempting to quantify 
the influence of biotechnology of Dutch industry estimated that 
total Dutch sales for both traditional and new biotechnology 
reached over $4.2 billion in 1985 and is expected to increase 
to $5.4 billion in 1990. Most of this growth (80 percent) is 
in the food and beverages industry where fermentation 
technology plays a major role. The most significant future 
growth is anticipated in the health care field, particularly 
with antibodies, hormones, vaccines and the application of 
monoclonal antibodies. There are good prospects for firms 
offering biotechnology processes and for equipment suppliers. 
To take advantage of these opportunities US&FCS will organize a 
U.S. pavilion at the commercial exhibition associated with the 
Fourth European Congress on Biotechnology to be held in 
Amsterdam in 1987. 


FRANCHISING: Franchising has become an increasingly well 
established retailing form in the Netherlands during the past 
ten years. From about 30 master franchises in 1975 to over 320 
in 1986, this efficient retailing method has changed the face 
of retailing in Holland. Although not as developed as in the 
United States or the United Kingdom, franchising plays a 
relatively larger role in retail life in the Netherlands than 
in neighboring countries like West Germany and Denmark. A 
franchising trade mission will visit Holland in October 1987. 


SECURITY EQUIPMENT: The market for security equipment in the 
Netherlands currently is worth $250 million dollars with 
imports supplying 90 percent of demand. Electronic equipment 
is the fastest growing component in this sector. To take 
advantage of the growing market opportunities for electronic 
security equipment in the Netherlands, US&FCS will organize a 
U.S. pavilion at the Security '87 trade show to be held in 
Utrecht, September 22-25, 1987. 


ADVANCED CERAMICS: The market for advanced ceramics is 
estimated to be $240 million in 1986 and could reach $415 
million by 1989 according to a Dutch government study on this 
emerging industry. U.S. firms, considered as leaders in this 
sector, have not approached the Netherlands aggressively. With 
the price advantage they currently hole they should move 
quickly to establish themselves here, with a view to later 
expansion of marketing efforts in the rest of Europe. 
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POLLUTION CONTROL EQUIPMENT: Considerable attention will be 
focused on water pollution in the coming years, with spending 
increasing from $87 million in 1985 to $165 million annually in 
the following four years. Demand for air pollution 
equipment--in the wake of government regulations aimed at 
reducing sulphur dioxide emission--is expected to increase at 
an average annual rate of 10-15 percent in the period 1987-89, 
to a level of $235 million. Best prospects include flue gas 
desulphurization equipment, particle emission collectors, gas 
chromatographs, and reverse osmosis equipment. 


COMPUTERS AND SOFTWARE: The total market for computers, 
peripheral equipment and parts in the Netherlands was $1.5 
billion in 1985 and grew to $1.8 billion in 1986. The 
estimated average annual real growth rate over the next three 
years is 20 percent for the total market. Total imports in 
this sector were $3.8 billion in 1986. Continued modernization 
of Dutch industry will lead to new purchases of automation 
equipment. Small and medium-sized business--presently with a 
degree of automation of about 20 percent--are particularly good 
prospects. These businesses are expected to invest over $600 
million in automation equipment during the next 2-3 years. 
Computer software is in strong and growing demand with U.S. 
firms leading the way. This market should grow to $300 million 
in 1987 with no end in sight. The prime marketing opportunity 
for U.S. firms is participation in the U.S. pavilion at the 
annual Europe Software trade show in Utrecht. 


BUSINESS AND OFFICE EQUIPMENT: Total imports were $619 million 
in 1985 and $712 million in 1986. Imports are expected to grow 
15 percent annually over the next three years. The improved 
economic climate in the Netherlands has led to, and will 
continue to stimulate, investment in new equipment by Dutch 
firms. Best prospects for U.S. firms include word processing 
equipment, retail point of sale equipment and document scanners. 


ELECTRONIC INDUSTRY PRODUCTION AND TEST EQUIPMENT (EIPT): In 
1986, the market for EIPT equipment in the Netherlands grew to 
$110 million from $102 million in 1985. The production of 
electronic components (active and passive but not audio) is 
expected to increase from $1.3 billion in 1985 to over $1.8 
billion in 1989. Demand for EIPT equipment by Dutch component 
manufacturers (over 300 firms) is, therefore, expected to be 
firm as they attempt to maintain market shares at home and 
abroad. Expected real growth of the EIPT equipment market over 
1987-89 is 8 percent per annum. Imports contribute about 

70 percent to the market. Forecast annual real growth in 
imports is 8.5 percent during this period. Principal end-users 
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are Dutch active component manufacturers--especially of 
integrated circuits and discrete semiconductors. 


AIRCRAFT, PARTS AND AVIONICS: In 1985 the market for aircraft, 
avionics and related parts and equipment was estimated at $600 
million. United States exports in this category are expected 
to grow at an annual rate of 30 percent during the coming four 
years with a considerable increase over 1986 and over 1987 due 
in large part to KLM's decision to replace its DC-9 fleet with 
ten Boeing 737-300s and to purchase six additional 747-400s. 
Also, Martinair and Transavia--major Dutch charter 
companies--have decided to purchase 747s and 737-300s. This 
will boost U.S. aircraft sales to the Netherlands to record 
levels in the coming years. 


The commuter service market is expected to grow rapidly over 
the next five years owing to the increasing importance of 
regional airports in Holland and neighboring countries. 


The U.S. aerospace industry will remain an important supplier 
to the Dutch airlines, charter companies and the Dutch 
aerospace industry. New sales, licensing and joint venture 
opportunities in the civilian and military sectors are expected 
in the late 80s. The U.S. aerospace industry should be 
alerted, however, to increasing European competition. 
Attractive financing and client support are essential to win 


orders. 


TELECOMMUNICATIONS: In 1986 the market for telecommunications 
equipment in the Netherlands totaled about $600 million. This 
market is expected to increase by 10 percent annually over the 
next three years. The Dutch Post, Telephone and Telegraph 
Company (PTT) began an impressive investment campaign in 1984 
to expand and digitalize the present network--a project 
expected to take some 15 years. New digital public exchanges 
were installed in five major cities in 1985. In 1988 the first 
phase of an Integrated Services Digital Network (ISDN) will be 
introduced. Coupled with this development, two-thirds of all 
present transmission cables will be replaced by fiber optic 
cables by 1990. The PTT construction budget was over $560 
million in 1986--with some $200 million being spent on 
expanding the network in the major cities to overcome the 
bottlenecks that have resulted from increased telephone traffic 
since 1983. Total investments and expected real growth after 
1986 could be considerably larger than the estimated 10 percent 
if the PTT opts to speed up the process of digitalization. 
Industry sources estimate that the PTT will have to invest $480 
million in central switching systems, $300 million in 
transmission equipment and $70 million in mobile 
telecommunications annually from 1988 onwards if it wants to 
establish a complete ISDN by the year 2000. 
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